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Dear  Fellow  Shareholder:  We  arc  happy  to  report 
that  your  company  achieved  record  sales  and 
earnings  in  1971. 

Sales  for  the  year  ended  January  29, 1972  totaled 
$2/353,095,443  compared  with  $2,091,514,829  for 
the  1970  fiscal  year.  This  is  an  increase  of  12.5  T 
and  marks  Federated's  thirty-third  consecutive 
increase  in  annual  sales. 

Income  before  taxes  in  1971  was  $181,103 ,771 
compared  with  $154,668,672  in  1970.  Income  after 
taxes  in  1971  was  $96,205 ,77  r  compared  with 
$82,168,672,  an  increase  of  17. 1  rI .  Earnings  per 
share  were  $2.20  compared  with  $i.S9- 

Dividends  paid  were  $r.oo  per  share  in  both 
years.  Shortly  after  the  close  of  the  fiscal  year  the 
board  of  directors  approved  a  quarterly  dividend 
of  26c  per  common  share,  thereby  increasing  the 
indicated  annual  rate  to  $1.04.  The  increase  is 
within  the  limits  set  by  the  Administration  under 
Phase  II  of  the  economic  stabilization  program. 
Dividends  paid  per  common  share  have  increased 
in  nine  of  the  past  ten  years. 

As  these  results  suggest,  1971  was  a  very  good 
year  for  Federated.  Sales  were  consistently  stronger 
throughout  the  year  and  were  topped  off  by  the 
best  Christmas  season  we  have  ever  experienced. 
Earnings  also  improved  substantially  -  in  part 
because  of  increased  sales,  but  also  because  of 
continuing  emphasis  on  expense  control.  While 
our  payroll  continued  to  rise  in  1971,  for  example, 
payroll  cost  as  a  percent  to  sales  was  lower  than 
last  year— because  of  gains  in  productivity. 

In  short,  the  combination  of  rising  sales  and  disci¬ 
plined  expenses  resulted  in  a  much  stronger 
profit  performance. 

You  will  be  particularly  interested,  we  think,  in 
these  additional  details  of  1971  operations: 

•  Department  stores  accounted  for  S4rf  of  our 
1971  sales  volume;  Ralphs  Grocery  Company 
and  our  two  discount  divisions  (Gold  Circle 
and  Gold  Triangle]  for  t6rf . 

•  Branch  stores  produced  61.2G  ofourdepart- 
ment  store  sales  and  parent  stores  jS.S^f . 

•  Despite  continuing  branch  store  expansion, 
downtown  parent  stores,  as  a  group,  showed 


sales  improvement.  Some  segments  of  their  busi¬ 
ness  (the  apparel  areas,  for  example]  arc  growing 
rapidly. 

Federated  opened  2,198,000  square  feet  of  new 
retail  space  in  1971.  New  department  stores  were 
opened  by  Filenc’s  at  Worcester,  Massachusctts,- 
by  Abraham  &  Straus  at  Woodbridgc,  New  Jersey; 
by  Bullock's  at  Northridgc  in  the  San  Fernando 
Valley;  by  I.  Magnin  in  Chicago;  by  Lazarus  in 
Lima,  Ohio;  by  Shillito's  in  Lexington,  Kentucky; 
by  Hike's  in  Springfield,  Ohio;  and  by  Goldsmith's 
in  Raleigh  Springs,  suburban  Memphis.  In  addi¬ 
tion,  a  number  of  existing  stores  were  both 
enlarged  and  refurbished.  Department  store 
construction  totalled  1,704,000  square  feet. 

In  reporting  department  store  expansion,  it 
should  be  noted  that  the  Fedway  stores  in  down¬ 
town  and  suburban  Albuquerque,  New  Mexico 
and  in  Corpus  Christi,  Longview  and  Wichita 
Falls,  Texas  were  sold,  in  August,  to  Dillard  De¬ 
partment  Stores,  Inc.  (The  remaining  store  in 
Amarillo,  Texas  was  closed.)  The  price  for  the 
stores,  which  were  operated  in  leased  space,  was 
approximately  their  book  value  of  $6  million  and 
was  paid  in  cash.  It  was  our  judgment  that  while 
these  stores  had  produced  a  profit  over  the  years, 
the  Fedway  concept  did  not  offer  Federated  the 
opportunities  that  are  present  in  our  metropolitan 
divisions. 
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Another  494,000  square  feet  of  store  space  was 
built  in  1971  for  use  by  our  discount  and  super¬ 
market  divisions.  Cold  Circle,  Federated's  soft 
goods  discount  division,  opened  four  stores  in  the 
Cleveland  market  area  and  Ralphs  added  two  new 
supermarkets  in  metropolitan  Los  Angeles. 

A  detailed  blueprint  of  1972  expansion 
plans,  showing  new  store  locations  and  probable 
opening  dates,  is  presented  on  pages  24  and  26 
of  this  report.  Included  in  those  plans  is  the  estab¬ 
lishment  of  a  new  operating  division,  Bullock's 
North,  designed  to  serve  the  San  Francisco  market 
at  a  taste  level  long  familiar  to  Bullock's  Southern 
California  customers.  The  division's  first  new 
store  opened  in  March  in  the  Stanford  shopping 
center  in  Falo  Alto. 

While  we  want  our  shareholders  to  be  fully 
informed  on  our  program  for  physical  expansion, 
we  also  want  to  make  it  clear  that  Federated's 
continued  growth  depends  on  much  more  than 
bricks  and  mortar.  More  than  half  of  this  year's 
total  sales  increase,  for  example,  came,  not  from 
new  stores  but  from  already  existing  facilities. 

Put  another  way.  Federated  has  increased  its  sales 
per  square  foot  sharply  over  the  last  five  years. 
Obviously,  new  stores  play  a  vital  role  in  our  ex¬ 
pansion  program.  At  the  same  time,  we  know  that 
through  intensified  and  imaginative  effort,  we 
can  produce  more  business  in  existing  locations  — 


thus  putting  more  dollars  in  the  till  with  only 
modest  additional  capital  investment. 

Federated  also  continued  to  strengthen  its  top 
management  organization  in  1971.  Harold  Krenskv 
and  Howard  W.  Johnson  were  elected  vice  chair¬ 
men  of  the  board  of  directors.  Maurice  Lazarus, 
who  had  been  vice  chairman  since  1964,  became 
chairman  of  the  finance  committee,  the  board's 
top  financial  post.  While  management  develop¬ 
ment  is  a  process  that  is  never  completed,  these 
moves— coupled  with  the  new,  more  vigorous 
divisional  management  teams  described  in  last 
year's  report— now  give  us,  wc  believe,  the  strong¬ 
est  total  team  that  wc  have  ever  fielded. 

Turning  to  the  future,  we  can  report  that  we  see 
1 972  as  another  year  of  solid  opportunity.  In  our 
view,  the  need  to  control  inflation  remains  a 
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Annual  Meeting:  All  Federated 
shareholders  are  invited  to  attend  our 
1971  annual  meeting.  It  will  be  held 
at  2  p.m.  on  Tuesday,  May  30,  at 
Federated's  headquarters,  222  West 
Seventh  Street,  Cincinnati,  Ohio 


national  imperative.  Thus,  while  we  prefer  a  free 
to  a  controlled  economy,  we  are  giving  whole¬ 
hearted  support  to  the  President's  program  of  wage 
and  price  controls.  We  see  nothing  in  that  pro¬ 
gram,  at  this  point,  that  will  seriously  inhibit  our 
growth  plans. 

Granted  a  healthy  economic  climate,  we  are 
equally  optimistic  about  the  longer-term  prospects 
for  your  company.  As  always,  the  department 
stores  will  be  the  backbone  of  our  growth  program. 
In  fact,  we  are  learning  that  our  department  stores 
may  provide  us  with  an  opportunity  for  growth 
quite  apart  from  our  conventional  and  established 
program  of  branch  expansion.  Bloomingdale's  is 
an  example.  It  has  long  had  a  national  reputation 
for  the  excellence  of  its  home  furnishings  depart¬ 
ments.  We  believe  that  this  one  facet  of  the 
Bloomingdale  business  can  be  marketed  success¬ 
fully  in  a  series  of  specialized  stores.  We  have  set 
up  a  pilot  program  to  test  that  idea.  Two  prototype 
stores  are  already  in  operation  (in  Manhasset, 

Long  Island  and  Scarsdale,  Westchester  County) 
with  promising  early  returns.  Others  will  follow. 

While  we  continue  to  regard  the  department 
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stores  as  our  core  business,  ive  also  feel  that  we 
are  well  positioned  in  other  important  segments 
of  the  retail  trade.  Ralphs  Grocery  Company, 
acquired  in  1968,  is  one  of  the  nation's  top  regional 
supermarket  operations.  It  is  growing  rapidly  and 
profitably.  Our  two  discount  divisions,  Gold  Circle 
and  Gold  Triangle,  promise  well  for  the  future. 
They  give  us  not  only  the  opportunity  to  become 
experienced  in  a  somewhat  different  form  of 
distribution  but,  in  addition,  may  well  make  an 
important  contribution  to  your  company's  long¬ 
term  profitable  growth. 

In  1972  we  plan  to  open  three  new  and  ex¬ 
perimental  furniture  outlets.  Called  Gold  Key, 
these  new  stores  will  feature  on-site  warehousing 
and  pricing  based  on  the  level  of  service  desired 
by  the  customer.  We  believe  that,  by  employing 
merchandising  techniques  Federated  has  learned 
and  perfected  over  many  years,  Gold  Key  may  also 
have  important  profit  possibilities. 

Summing  up,  we  feel  that  your  company  is  fully 
prepared  to  capitalize  on  a  promising  future. 

In  our  view,  we  have  linked  the  solid  opportuni¬ 
ties  of  our  basic  department  store  business  to  the 


somewhat  more  venturesome  exploration  of  new 
retail  enterprises — providing,  in  the  process,  the 
prospect  of  both  dependable  profit  growth  and 
the  chance  to  add  new  profit  sources. 

In  closing  this  1971  report  we  want  to  thank  our 
employees,  our  directors  and  our  suppliers  for 
another  year  of  devoted  effort  and  exceptional 
achievement.  Each  in  his  own  way  has  contributed 
mightily  not  alone  to  the  current  year's  results  but 
to  the  even  brighter  tomorrows  which  lie  ahead. 

We  particularly  want  to  salute  Walter  M. 
Heymann.  Mr.  Heymann,  retired  vice-chairman 
of  The  First  National  Bank  of  Chicago,  has  served 
as  a  Federated  director  for  more  than  27  years.  For 
reasons  of  health,  he  has  decided  not  to  stand  for 
re-election  to  the  Federated  board.  His  sound 
counsel  has  been  invaluable  to  your  company 
and  we  shall  miss  him. 

Respectfully  submitted, 

Ralph  Lazarus,  Chairman  of  the  Board 

J.  Paul  Sticht,  President 

By  Order  of  the  Board  of  Directors,  April,  1972 
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David  Lucas,  Shillito's,  Associate  Buyer,  ( Purdue  University.  Harvard  University 
Graduate  School  of  Business  Administration  '71).  and  his  wife  Linda. 


Some  day  David  Lucas  may  look  back  on  the 
Spring  of  1971  as  his  moment  of  truth. 

After  years  of  striving,  young  Mr.  Lucas,  23  at 
the  time,  was  about  to  be  graduated  from  the 
Harvard  Business  School  as  a  master  of  business 
administration.  Behind  him  lay  a  Pittsburgh  boy¬ 
hood,  a  BS  degree  in  industrial  management  from 
Purdue,  campus  interviews  with  1 5  of  America's 
best-known  corporations  and  visits  to  the  home 
offices  of  companies  located  in  New  York,  Minne¬ 
sota,  Wisconsin,  Illinois  and  Ohio.  Now  he  had 
to  face  the  music. 

In  hand,  as  he  sat  there  in  his  one-room  apart¬ 
ment  in  the  married  students'  dorm  called  Peahody 
Terrace  were  job  offers  —  even  in  this  lean  em¬ 
ployment  year  —  from  six  of  the  nation's  biggest 
companies.  The  salaries  were  roughly  comparable. 
The  locations  ranged  from  small-town  to  metro¬ 
politan.  The  jobs  themselves  offered  a  variety  of 
careers  in  marketing  management.  Which,  he 
wondered,  should  he  choose: 

David  Lucas  can't  talk  about  that  experience 
without  also  telling  you  the  story  of  Linda.  David 
and  Linda  were  married  in  August,  1969,  a  little 
more  than  a  month  before  David  was  to  begin  his 
MBA  program  at  Harvard.  "In  fact,"  David  says, 
"there  might  not  have  been  a  Harvard  had  it  not 
been  for  Linda.  She  got  a  job  teaching  second  grade 
in  Mcdfield,  Massachusetts.  She  got  up  at  6 130  a.m. 
and  drove  27  miles  to  her  job  each  morning  and  27 
miles  back  each  night.  Then  she  bought  our  gro¬ 
ceries,  cooked  our  dinner,  fought  with  our  one-ice¬ 
cube-tray  refrigerator,  prepared  her  next  day's 
lessons  and  tumbled  into  bed.  When  she  went  to 
bed  I  did  my  studying  in  the  only  other  room  we 
had,  the  bathroom.  Linda  made  Harvard  possible, 
and,  naturally,  I  talked  to  her  a  lot  about  what  I 
ought  to  do.  She  always  said  it  was  my  decision  — 
that  she’d  go  anywhere  I  wanted  to  go.  Even  so.  I’d 
have  to  say  that  this  was  our  decision.  We  chose  a 
way  of  life,  not  just  a  job." 

Today,  David  Lucas  feels  pretty  sure  that  he  and 
Linda  did  the  right  thing.  Last  fitly  he  went  to 
work  for  Federated's  Cincinnati  division,  Shillito's, 
as  an  executive  trainee.  Now,  less  than  a  year 
later,  he  is  an  associate  buyer  of  women's  better 
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Cheryl  Jones,  I.  MaRnin,  Selling  Assistant,  (Howard  University  '71). 


sportswear,  involved  in  selecting  something  more 
than  a  million-and-a-half  dollars  worth  of  goods  in 
five  merchandise  categories.  He  has  weathered  his 
first  hand-to-hand  encounters  with  the  realities 
of  a  retailing  career  and  he  reports  that  "I  feel  bet¬ 
ter  about  my  decision  now  than  I  did  the  day  I 
made  it." 

We  tell  you  the  story  of  David  Lucas  not  because 
he  is  a  "typical"  newcomer  to  our  executive  corps 
but  because  this  single  vignette  may  give  you  a  new 
feel  for  the  people  side  of  your  company.  It  has 
been  our  practice  in  recent  annual  reports  to  give 
our  shareholders  not  only  a  full  accounting  of  the 
financial  results  of  our  operations  but  also  a  sense 
of  what  your  company  is  doing  to  protect  and 
develop  the  human  assets  of  the  corporation.  Last 
year,  for  example,  we  reported  to  you  on  a  new 
generation  of  management  now  responsible  for 
day-to-day  decision-making  in  our  operating 
divisions.  This  year  we  are  looking  at  the  other 
side  of  that  equation:  how  Federated  is  doing  in 


the  competition  for  talent;  what  Federated  does 
each  year  to  find  and  attract  the  able  and  ambi¬ 
tious  youngsters,  who,  like  David  Lucas,  are 
essential  to  your  company's  continuing  growth. 
Here,  then,  is  a  composite  portrait  of  Federated's 
newest  executives,  the  class  of  '71. 


The  Search.  Statistically,  your  company's  annual 
talent  hunt  is  easy  to  describe.  Last  year  more  than 
100  divisional  and  corporate  office  executives 
talked  to  1 1,365  candidates,  some  more  than  once. 
Most  of  the  interviews  were  conducted  in  visits 
to  141  college,  university  and  junior  college 
campuses  located  in  28  states.  Some  took  place  in 
divisional  home-offices,  primarily  with  eager 
"walk-in"  candidates  who  couldn't  wait  to  be 
recruited,  stormed  a  divisional  headquarters  and 
made  a  place  for  themselves  in  the  program.  After 
careful  screening  873  executive  trainees  were 
hired,  507  men  and  366  women,  the  largest  class 
in  our  history.  Seventy-nine  had  earned  their 
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master's  degree,-  6S8  their  bachelor's  degrees;  106 
were  either  junior  college  graduates  or  had  com¬ 
pleted  some  post  high-school  training.  As  a  group 
they  are  bright,  sensitive,  gregarious  and  deter¬ 
mined  to  succeed.  That's  why  we  hired  them.  The 
more  interesting  question,  however,  is  why  did 
these  gifted  youngsters  choose  us?  What  did  they 
see  that  led  them  to  cast  their  lot  with  Federated? 

As  Others  See  You.  For  some  the  most  important 
single  fact  about  Federated  is  where  we  are.  Maybe 
the  best  way  to  see  your  company  through  their 
eyes  is  to  remember  the  night  you  flew  out  of 
New  York  or  Los  Angeles,  Boston  or  Houston, 
Cincinnati  or  Miami.  Outlined  below  you  by  a 
million  flickering  lights  were  some  of  Federated's 
home  towns.  This  is  where  we  live  and  this  is 
what  leads  many  a  young  man  or  woman  to  our 
doors.  For  they  know  that  the  city  —  the  turbulent, 
bustling,  problem-beset  city  —  is  where  they  want 
to  be.  Far  from  being  put  off  by  the  city's  manifest 
ills  they  seek  it  out  —  believing  that  here  they 
will  find  that  sense  of  personal  freedom,  that 
tolerance  of  varying  life  styles,  that  stimulation  of 
art  and  theatre,  of  conversation  and  ideas,  that  lie 
so  close  to  their  hearts. 

Talk  to  these  young  people  and  you'll  discover 
that  they  know  not  only  where  we  are  but  what 
we  are.  Obviously  we  are  a  big  business.  But  what 
is  important  to  them  is  that  we  are  also  an  under¬ 
standable  business.  We  are  the  familiar  world  of 
the  store  —  a  world  they  have  known  since  child¬ 
hood,-  the  wonderful,  colorful  world  of  fashion 
that  they,  as  customers,  have  helped  to  create;  the 
exciting,  lively,  what's-new  world  of  the  mer¬ 
chant  who,  by  his  purchases,  chronicles  the  ever- 
changing  story  of  a  people.  Here,  in  short,  in  the 
eyes  of  the  young,  is  an  invitation  to  a  world  that 
can  be  seen  and  felt  and  maybe  even  mastered. 

Perhaps  the  where  and  what  we  are  would  be 
less  compelling  to  these  able  young  people  if  they 
could  not  also  visualize  how  they  can  climb  the 
Federated  ladder  from  bottom  rung  to  where  they 
want  to  go.  What  is  uppermost  in  their  minds  is 
not  the  $2.4  billion  in  annual  sales  generated  in 
1  So  store  locations.  What  interests  them  is  the  real 
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Mimi  Kajcr,  Rike's,  Buyer,  (University  of  Minnesota, 
Stanford  Graduate  School  of  Business  '71). 


Federated — the  3 ,2.00  selling  departments  each  a 
profit  center,  some  with  annual  sales  of  $2  million 
or  more;  the  thousand  or  so  salcs-supporting 
centers  concerned  with  credit,  advertising,  mer¬ 
chandise  handling,  personnel  and  accounting.  For 
they  know  that  an  executive  trainee  can  reason¬ 
ably  and  quickly  expect  to  take  charge  of  one  of 
these  businesses  and  ran  it  as  if  it  were  his  own. 
David  Lucas  said  it  this  way: 

"I  chose  retailing  because  I  wanted  to  establish 
a  track  record.  I  want  to  be  able  to  look  back  at  the 
end  of  a  day,  or  a  month,  or  a  year  and  be  able  to 
say  my  sales  are  up  37 r/r  and  I  did  it.  There  aren't 
many  businesses  in  which  you  can  do  that.  Sure 
the  pressure  is  tough.  If  you  foul-up  everybody 
knows  that,  too.  But  I'll  take  the  pressure,  six  days 
a  week  if  necessary.  I'll  push  a  rack  of  dresses  to 
the  selling  floor  or  load  the  trunk  of  my  car  with 
merchandise  for  the  branches.  I'll  argue  with  the 
guys  in  credit  or  receiving  to  get  what  I  want  for 
my  customers.  I  don't  even  mind  the  dirty-finger- 
nail  jobs  because  they're  all  related  to  my  results, 
my  performance.  You've  just  got  no  idea  how 
exciting  it  is  to  run  your  own  show,  to  see  some¬ 
thing  happen  out  on  the  selling  floor  and  know 
that  you  made  it  happen.  That  makes  everything 
else  worthwhile." 

You  Made  It  Happen!  Perhaps  that  phrase  tells 
better  than  any  other  why  this  class  of  '7  r  chose 
Federated.  It  neatly  summarizes  what  these  new 
jobs  mean  to  them.  For  making  it  happen  means 
knowing  your  customers,  going  to  market,  buying 
the  goods,  advertising  and  displaying  them,  watch¬ 
ing  the  merchandise  move  off  the  shelves, 
studying  the  sales  sheet,  figuring  the  profit  and 
seeing,  instantly  and  certainly,  that  you  did  or 
you  didn't  do  the  job.  It  means  relishing  excite¬ 
ment,  thriving  on  risk,  tolerating  turmoil,  enjoy¬ 
ing  challenge.  It  means  working  in  your  commu¬ 
nity  to  help  solve  the  problems  that  assail  it.  And, 
it  means  hitching  the  skills  you've  been  taught  in 
school  to  those  new  insights  gained  by  watching 
America  walk  down  your  aisles,  ready  to  tell  you, 
here  and  now,  that  you  have,  or  you  haven't  read 
their  minds. 


10 
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Looking  Ahead.  How  goes  it  for  the  class  of  '7 1?  By 
and  large,  better  than  they  had  expected,  most  of 
them  report.  Being  realists,  they  had  known  that 
the  jobs  were  demanding,  the  hours  long,  the 
competition  rugged,  but  the  rewards  for  perform¬ 
ance  swift.  That's  how  they  wanted  it  and  that's 
how  they're  finding  it  to  be.  Being  optimists,  they 
had  expected  to  excel  and  many  are  proving  that 
they  can.  Being  ambitious,  they  had  deliberately 
sought  out  a  growth  company.  Now,  from  their 
inside  vantage  point,  they  see  that  corporate 
growth  in  far  more  personal  terms. 


Looking  ahead  they  see  new  stores,  new 
markets,  new  businesses,  the  promise  of  new  jobs 
and  new  horizons.  Looking  around  them  they  see 
some  divisional  merchandise  managers  in  their 
twenties,  some  general  merchandise  managers  in 
their  thirties,  some  store  presidents  in  their  forties. 
These  people,  the  recruits  of  other  years,  once 
stood  where  the  class  of  '71  stands  today.  And,  to 
the  class  of  '71  the  message  is  clear.  In  the  com¬ 
pany  for  which  they  have  chosen  to  work  there  is 
room  to  grow  and  prosper. 

Now! 


Six  classes  of  Abraham  &  Straus'  executive  trainees.  Front: 
Michael  Jeffries,  Buyer,  (Claremont  Men's  College.  London 
School  of  Economics,  Columbia  Graduate  School  of  Busi¬ 
ness  Administration  ’68).  Second  row:  Beverly  Pivirotto, 
Assistant  Buyer,  (Cornell  University  '71);  Carol  Franks, 
Divisional  Merchandise  Manager,  (University  of  Michigan 


■49k  Third  row:  Joseph  Vales,  Merchandise  Vice  President, 
(Columbia  College  '55J.  Albert  Kronick,  Chairman  of  the 
Board,  (Union  College,  Harvard  University  Graduate  School 
of  Business  Administration  ’49);  John  Wilcher,  Divisional 
Selling  Superintendent,  ( tong  Island  University,  New  York 
University  Graduate  School  of  Business  Administration  '62). 
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Federated  Department  Stores,  Inc. 


52  Weeks  Ended 
January  29,  1972 


Net  Sales,  including  leased  department  sales .  $2,353,095,443 

Rental  Revenues . - .  4,57S,G7S 

$2,357,673,521 


Deduct: 

Cost  of  goods  sold,  including  expenses 


exclusive  of  items  listed  below .  $2,024,109,092 

Taxes  other  than  federal  income  taxes .  56,769,200 

Depreciation  and  amortization .  34,914, 83S 

Rent  expense  (note  5 ) .  21,773,434 

Maintenance  and  repairs .  17,860,593 

Retirement  expense .  13,262,0SS 

Interest  expense— net  (notes  1  and  6) .  7,S7S,505 

Total  costs  (note  7) .  $2,176,567,750 


Income  Before  Federal  Income  Taxes .  $  IS  1 , 105,771 

Federal  income  taxes: 

Currently  payable .  $  78,001,000 

Deferred .  6,899,000 

$  84, 900,000 

Net  Income .  $  96,205,771 


Earnings  per  Share  of  Common  Stock  (note  S) 
Fully  Diluted  Earnings  per  Share  (note  S) 


52  Weeks  Ended 
January  so,  1971 


$2,091,514, S29 
5,420,216 
$2,096,935,045 


$1,S07,1 17,241 
47,546,2SS 
30,442, S5S 
19,932,369 
17,076,502 
11,S36,84S 
8,314,267 
$1,942,266.373 

$  154,66S,672 

$  6S,79S,000 

3,702,000 
$  72,500,000 

$  82, 1 6S, 672 

S1.S9 

1.S3 
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Federated  Department  Stores,  Inc. 

Consolidated  Balance  Sheet  C> 


Current  Assets: 

Cash . 

Accounts  receivable  (page  ijj  .  . 
Merchandise  inventories  (note  i) . 
Supplies  and  prepaid  expenses  .  . 


$  51,731,331  S  53,2SS,4S7 

428,209,625  403,176,070 

276,469,461  235,746,092 

S,62S,46S  S,472,S79 


Total  Current  Assets 


S  765,03S,S85  $  700,683, 52S 


Other  Assets: 

Deferred  tax  charges  (note  i ) .  S  9,977,37S  $  11,426,359 

Real  estate  not  used  in  operations— at  cost,  less  depreciation  32,053,S7S  30,797,767 

Investment  in  unconsolidated  finance  subsidiary— 

at  equity  (note  i) .  1,452,794  — 

Miscellaneous .  14,S24,421  16,935,173 

S  5S,30S,471  $  59,159,299 

Property  and  Equipment— net  (page  17) .  456,463. 83S  405,926,SS0 

$1,279,811,194  $1,165,769,707 
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Liabilities  and  Shareholders'  Equity 

January  29. 1972  January  30, 1971 

Current  Liabilities: 

Notes  payable  and  long-term  debt  due  within  one  year  .  .  S  46,651,433  $  36,937,861 

Accounts  payable  and  accrued  liabilities .  213,707,123  190,066,443 

Federal  income  taxes,  current  and  deferred  (note  ii  .  .  .  SS,9S8,277  77,S49,9S3 

Total  Current  Liabilities .  $  349,346, S33  S  304,S54,2S7 

Provision  for  deferred  compensation .  61,075,838  56,377,373 

Long-Term  Debt,  due  after  one  year  (note  2) .  113,936,859  112,064,514 

Shareholders'  Equity— 43,966, 03 r  and  43,579,579  common 

shares  outstanding  (pn^c  16) .  755,451,664  692,473,533 

51,279,811,194  51,165,769,707 
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Federated  Department  Stores,  Inc. 

Shareholders’  Equity 


Shareholders'  Equity: 

Preferred  stock,  no  par  value,  authorized  5,000,000  shares,  none  issued 
Common  stock,  par  value  Sr. 25  per  share,  authorized  60,000,000 
shares,  issued  46,037,276  and  45,683,586  shares  (1,425,212  reserved 

— notes  2,  3  and  4) . 

Capital  in  excess  of  par  value  of  common  stock . 

Accumulated  earnings  employed  in  the  business . 

Less  2,071,245  and  2,104,007  shares  of  treasury  stock  at  cost, 

substantially  all  for  possible  issue  under  deferred  compensation  plan 


January  29,  t972  January  30,  t97i 


57,546,595 

107,746,474 

636,000,762 

$801,293,831 

45,S42,167 

$755,451,664 


57,104, 4S3 
96, 212,950 
583,584,862 
$736,902,295 

44,428,762 

$692,473,533 


Capital  in  Excess  of  Par  Value 
Common  Stock  Issued _  _ of  Common  Stock _ 


52  Weeks  Ended 

52  Weeks  Ended 

52  Weeks  Ended  S2  Weeks  Ended 

January  29,  t972 

January  30, 197t 

January  29, 1972  January  50, 1971 

Par  Value  of  Common  Stock 

and  Capital  in  Excess  of 

Par  Value  of  Common  Stock: 

Shares 

Par  Value 

Par  Value 

Balance,  beginning  of  year  .  . 

45,683,586 

$57,104,483 

$56,979,108 

$  96,212,950 

$93,593,959 

Issued  upon  exercise  of  options  . 
Credits  from  treasury  stock 

353,690 

442,112 

125,375 

10,437,651 

2,513,147 

issued  under  deferred  com¬ 
pensation  plan,  restricted 
stock  purchase  plan  and 
conversion  of  debentures  .  . 

1,095,873 

105,844 

Balance,  end  of  year  .... 

46,037,276 

$57,546,595 

S57,104,483 

$107,746,474 

$96,212,950 

Accumulated  Earnings  Employed  in  the  Business: 

Balance,  beginning  of  year . 

Net  income . 

Cash  dividends — $  r  .00  per  share . 

Balance,  end  of  year . 


52  Weeks  Ended 
January  29,  r972 


$583,5S4,862 

96,205,771 

$679,790,633 

43,789,871 

$636,000,762 


52  Weeks  Ended 
January  30,  t97t 

$544,963,596 

S2,168,672 

$627,132,268 

43,547,406 

$583,584,862 


52  Weeks  Ended  52  Weeks  Ended 
January  29,  r972  January  30, 1971 


Treasury  Stock: 

Shares 

Cost 

Cost 

Balance,  beginning  of  year . 

.  .  2,104,007 

$44,428,762 

$42,217,583 

Additions . 

.  .  11S/762 

5,492,437 

5,498,114 

Deductions  for  deferred  compensation  plan  (85,739  shares], 
for  restricted  stock  purchase  plan  (2,000  shares)  and  for 

2,222,769 

$49,921,199 

$47,715,697 

debentures  converted  to  common  stock  (63,785  shares]  .  . 

.  .  151,524 

4,079,032 

3,286,935 

Balance,  end  of  year . 

.  .  2,071,245 

$45,842,167 

$44,428,762 
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Accounts  Receivable 


January  29, 1972 

January  30,  19-31 

Due  from  customers: 

Thirty-day  accounts . 

Deferred  payment  accounts . 

Other  accounts  receivable . 

.  .  $104,879,138 

.  .  323,597,494 

.  .  25,774,2SS 

$101,767,044 

295,308,261 

18,473,133 

$454,250,920 

$415,54S,43S 

Less: 

Allowance  for  doubtful  accounts  and 

deferred  service  charges . 

Accounts  sold  to  finance  subsidiary  less  Company's 

equity  therein  of  $713, 10S  (note  1) . 

.  .  $  12,492,244 

.  .  13,549,051 

$  12,372,368 

$  26,041,295 
$42S,209,625 

$  12,372,368 
$403,176,070 

Cost 

Accumulated 
Depreciation 
and  Amortization 

Net 

January  29, 1972: 

Land . 

$  59,691,981 

$ 

$  59,691,9S1 

Buildings,  substantially  all  on  owned  land  .  . 

234,076,2SS 

54,621,321 

179,454,967 

Buildings  on  leased  land,  improvements  to 
leased  properties  and  leaseholds . 

123,66?$# 

44,690,753 

78,979,072 

Store  fixtures  and  eauipment . 

21S, 777, 912 

80,440,094 

13S,337,S18 

$636,216,006 

$179,752,16S 

$456,463,S3S 

January  30, 1971: 

Land . 

$  49,545,466 

$ 

$  49,545,466 

Buildings,  substantially  all  on  owned  land  .  . 

21S, 418, 701 

56,53S,380 

161,SS0,321 

Buildings  on  leased  land,  improvements  to 
leased  properties  and  leaseholds . 

111,361,695 

40,110,2S9 

71,251,406 

Store  fixtures  and  equipment . 

195,932,921 

72,6S3,234 

123,249,6S7 

$575,258,783 

$169,331,903 

$405,926,SS0 
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Federated  Department  Stores,  Inc. 

Notes  to  Consolidated 
Financial  Statements 


1.  Summary  of  Accounting  Policies. 

All  subsidiaries  are  consolidated,  except  a  wholly- 
owned  finance  subsidiary  which  owned  $14,262,159  of 
customers'  thirty-day  charge  accounts  as  of  January 
29, 1972  and  had  pre-tax  income  of  $119,097  for  the  year 
then  ended  which  has  been  applied  as  a  reduction 
of  consolidated  interest  expense.  This  subsidiary  had 
been  consolidated  for  the  year  ended  January  30, 1971 
and  that  year  has  not  been  restated. 

Merchandise  inventories  are  substantially  all  valued 
by  the  retail  method  and  stated  on  the  Lifo  (last-in, 
first-out)  basis  which  is  lower  than  market.  At  January 
29, 1972  and  January  30, 1971,  they  were  $45,487,000 
and  $43,839,000  lower  than  they  would  have  been  had 
the  first-in,  first-out  basis  been  used. 

Depreciation  and  amortization  are  provided  on  a 
straight-line  basis  for  book  purposes  over  estimated 
asset  lives  or  lease  terms  whichever  is  shorter. 

Deferred  income  taxes  are  provided  on  non-permanent 
differences  between  reported  and  taxable  income. 
Deferred  tax  charges  result  principally  from  deferred 
compensation  less  deferred  tax  liability  from  accelerated 
depreciation.  Federal  income  tax  liability  includes 
deferred  taxes  of  $52,654,000  at  January  29, 1972  and 
$47,204,000  at  January  30, 1971  from  deferment  of  gross 
margin  on  installment  sales.  Total  investment  tax  credits 
are  used  to  reduce  federal  income  tax  expense  in 
each  year  ($1,781,000  for  the  year  ended  January  29, 1972) . 

2.  Long-Term  Debt  of  $113, 936,859  at  January29, 1972 
(interest  principally  at  4l/z%  except  for  sinking  fund 
debentures  at  8%% )  consists  of  secured  notes  of 
$2,292,859,  unsecured  notes  of  $44,260,000, 25-year 
sinking  fund  debentures  of  $50,000,000  and  convertible 
debentures  of  $17,384,000.  Unsecured  notes  of 
$40,000,000  at  4!/,%  (included  in  long-term  debt) 
matured  in  March,  1972  at  which  time  $50,000,000  of 
30-year,  7Vs%  sinking  fund  debentures  were  issued.  The 
remaining  $73,936,859  matures  in  amounts  varying  from 
$  1 ,000,000  to  $  5 ,400,000  annually  in  the  next  five  years 
and  to  1995.  The  convertible  debentures  are  convertible 
into  common  stock  at  $41  per  share  for  which  424,000 
unissued  shares  are  reserved.  The  prior  year's  amounts 
were  substantially  the  same. 

3.  Stock  Options.  A  new  stock  option  plan  was  approved 
by  the  shareholders  in  1971  for  500,000  shares  which 
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may  be  granted  either  on  a  qualified  or  non-qualified 
basis  or  a  combination  of  both.  Transactions  under  the 
old  stock  option  plans  (which  have  been  terminated 
except  for  shares  already  granted)  and  under  the  1971 
plan  were  as  follows: 


52  Weeks  Ended 
January  29,  1972 
Grant 
Shares  Price 

Outstanding,  beginning 

of  year .  761,040  $22-37 

Granted  at  100%  of  market .  .  6,000  45-47 

Expired  or  cancelled  ....  (14,200)  37-45 

Exercised . (353,690)  22-37 

Outstanding,  end  of  year  .  .  399,150  22^47 

Exercisable  at  end  of  year  .  .  329,550  22-37 

Available  for  additional  grants  .  495,000 


52  Weeks  Ended 
January  30,  1971 

Shares  Price 

1,047,940  $22-37 

(186,600)  34-37 
(100300)  22-35 

761,040  22-37 

572,040  .  22-37 


4.  Restricted  Stock  Purchase  Plan  share  transactions  under 
the  1969  plan,  which  provides  for  grants  of  up  to 
200,000  shares,  were  as  follows: 


52  Weeks  Ended  52  Weeks  Ended 
January  29,  1072  January  30, 1971 


Outstanding,  beginning 

Granted  at  $23  per  share 
(50%  of  market)  .... 

Cancelled . 

Exercised . 

Outstanding,  end  of  year  . 
Available  for  additional  grants 


57,950 


2,000  — 

-  (10,775) 

(2,000)  (47,175) 


107,062 


52  Weeks  Ended 
January  29, 1972 

Cost  of  sales,  including 

occupancy  and  buying  costs  $1,729,334,771 
Selling,  publicity,  delivery  and 

administrative  expenses  .  .  430,3S3,446 

Provision  for  possible  future 

losses  on  receivables  .  .  .  8,971, 02S 

Interest  expense  —  net  .  .  .  7,S78,505 

$2,176367,750 


52  Weeks  Ended 
January  30, 1971 


$1,545,108,939 

379,193,668 


9,649,499 

S314367 


8.  Earnings  Per  Share  of  Common  Stock  are  based  on 
average  shares  outstanding  of  43,755,211  and  43,548,399 
for  the  years  ended  January  29, 1972  and  January  30, 
1971.  Any  dilution  from  the  potential  issuance  of  shares 
under  the  deferred  compensation  plan,  the  restricted 
stock  purchase  plan  and  the  stock  option  plans  would 
be  less  than  3  % .  Fully  diluted  earnings  per  share  take 
into  account  the  above  items  plus  the  shares  issuable 
upon  conversion  of  debentures. 

9.  Contingencies.  A  number  of  so-called  "class  actions" 
have  been  instituted  in  several  states  against  major 
retailers,  including  the  Company,  predicated  on  alleged 
excessive  credit  service  charges.  In  the  opinion  of 
management,  recoveries  from  the  Company  thereunder, 
if  any,  will  not  have  a  material  effect  on  its  financial 
position  or  operations. 


5.  lease  Commitments  at  January  29, 1972  provide 
for  aggregate  annual  minimum  rentals  of  approxi¬ 
mately  $  1 8,040,000.  The  maj  or  portion  of  the  leases 
expires  in  the  next  30  years.  In  the  normal  course 

of  business,  however,  leases  are  renewed  or  replaced  by 
leases  on  other  premises.  Most  of  the  leases  also 
require  the  Company  to  pay  taxes  (recorded  as  taxes) 
and  other  expenses,  and  some  call  for  additional 
amounts  based  on  percentages  of  sales. 

6.  Interest  Expense  has  been  reduced  by  interest  income 
of  $1,694, 0S6  on  short-term  investments  for  the  year 
ended  January  29, 1972,  and$2, 183,641  for  the  prior  year. 

7.  Total  Costs  are  classified  in  the  annual  report  to  the 
Securities  and  Exchange  Commission  as  follows: 
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Federated  Department  Stores,  Inc. 

Consolidated  Statement  02 
Changes  in  Financial  Position 


52  Weeks  Ended 
January  29, 1972 


Source  of  Funds: 

Net  income .  $  96,205,771 

Depreciation  and  amortization .  34,914,838 

Other  expenses  not  requiring  expenditures  of  cash .  8,257,216 

Total  funds  provided  from  operations .  $139,377,825 

Increase  in  long-term  debt .  6,714,319 

Common  stock  issued  upon  exercise  of  options .  10,879,763 

Disposition  of  property  and  equipment .  7,302,06S 

$164,273,975 

Application  of  Funds: 

Dividends .  $  43,789,871 

Purchase  of  property  and  equipment .  94,099,58 7 

Decrease  in  long-term  debt .  4,841,974 

Increase  in  working  capital .  19,S62,S11 

Other-net .  1,679,732 

$164,273,975 

Changes  in  Working  Capital: 

Increased  by: 

Increase  in  accounts  receivable .  $  25,033,555 

Increase  in  inventories .  40,723,369 


Decrease  in  notes  payable  and  long-term  debt 

due  within  one  year .  - 

Other— net .  — 

$  65,756,924 


Decreased  by: 

Decrease  in  inventories .  $  — 

Increase  in  notes  payable  and  long-term  debt 

due  within  one  year .  9,713,572 

Increase  in  accounts  payable  and  accrued  liabilities  .  .  .  23,640,680 

Increase  in  federal  income  taxes .  11,138,294 

Other-net .  1,401,567 

$  45,S94,113 

Net  increase  in  working  capital .  $  19,862,81 1 


ao 


52  Weeks  Ended 
January  90, 1971 


$  82,168,672 
30,442,S5S 
7,131,157 
$119,742,6S7 
44,300,000 
2,638,522 
13,341,426 
$180,022,635 


$  43,547,406 
93,562,353 
1,766,887 
38,725,988 
2,420,001 
$180,022,635 


$  16,801,788 


40,461,992 
1,895,361 
$  59,159,141 

$  4,300,650 


13,473,67S 

2,658,825 


$  20,433,153 
$  3S,725,9SS 
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Accountants’  Report 


Touche  Ross  &  Co. 

1633  Broadway 

New  York,  New  York  ioor9 

Board  of  Directors  and  Shareholders, 

Federated  Department  Stores,  Inc. 

We  have  examined  the  accompanying  consolidated 
balance  sheet  of  Federated  Department  Stores,  Inc.  and 
subsidiaries  as  of  January  29, 1972  and  January  30, 1971 
and  the  related  statements  of  income,  shareholders' 
equity  and  changes  in  financial  position  for  the  years 
then  ended.  Our  examination  was  made  in  accordance 
with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we 
considered  necessary  in  the  circumstances. 

In  our  opinion,  the  consolidated  financial  statements 
referred  to  above  present  fairly  the  financial  position 
of  Federated  Department  Stores,  Inc.  and  subsidiaries 
at  January  29, 1972  and  January  30,1971  and  the  results 
of  their  operations  and  changes  in  financial  position 
for  the  years  then  ended,  in  conformity  with  generally 
accepted  accounting  principles  applied  on  a 
consistent  basis. 

April  8, 1972 

Touche  Ross  &  Co. 

Certified  Public  Accountants 
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Notes: 

(11  The  acquisition  of  Ralphs  in  1967  and  Bullock's- 
Magnin  in  1964  were  accounted  for  as  poolings  of 

except  for  the  inclusion  of  Ralphs'  accounts  in  the 
figures  for  1967  through  ^64. 

(2)  Adjusted  to  reflect  a-for-i  split  on  July  5, 196S. 

(3)  3ascd  on  average  number  of  shares  outstanding 
during  the  year. 

(4)  Based  on  number  of  shares  outstanding  at  end  of  year. 
[5j  Before  deduction  of  accounts  sold. 

[6]  Based  on  the  average  of  the  shareholders'  equity  at 
the  beginning  and  end  of  year. 
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